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1. CUBA : The sale of 950,000 long tons of sugar to the US- and Great 
Britain boosted Cuban morale last week. Cubans now feel 
fairly sure that most of the undesignated portion of the 1949 crop 
(about one m i ll i on tons) will be sold, and believe that economic 
depression will, as a consequence, be postponed for at least ano- 
ther year. Previously there had been widespread pessimism over the 
economic outlook — despite the advice of some economists that 
potential world demand for sugar i3 almost unlimited and could con- 
. , ceivably grow large enough to stabilise Cuban sales at a high " 
level — * and it was feared that the 1949 sugar crop would substan- 
tially exceed demand on the world market | 

with consequent impairment of Cuban national income. How, however. 
It appears that the carryover at the end of this year may not grea il- 
ly exceed the normal figure of about 500,000 tons. The assurance 
that this year's crop will be sold will improve the relations be- 
tween the IE and Cuba and strengthen the government’s hand at home. 


25X1 


2, COLOMBIA* Government expected to survive cabinet crisis 

Conservatives and military officers replaced Liberal 
Party members in Colombia’s cabinet on 22 , May, marking the end of 
Colombia's 13-month-old national Union (a modus vivendi by which 
the majority Liberal Party was included in" IKe'Ospina government) . 

' Despite a Liberal Party threat to call a general strike. President 
Ospina accepted the Liberals’ resignation rather than accede to 
the demand that he replace two Conservative governors with military 
officers and take certain other steps to assure electoral guarantees 
prior to the 5 June congressional elections. In the face of the 
President’s determination, the Liberal Party directorate has npt 
fulfilled its threat of a general strike, but, on the contrary, 
has appealed to Liberal Party members to avoid provocation and to 
continue organising for the coming election. It is unlikely* how- 
ever, that the directorate's appeal will be entirely successful 
in checking violence by Liberal groups. The government, prompted 
by sporadic violence in recent months, had already taken security 
precautions, and has now alerted the police and the arrry. y 

It is expected that sporadic violence will continue, 
but that it will not reach the proportions of a civil war. 

3, BOLIVIA? Ihe shaky Bolivian Govorranent has been strengthened 

slightly by acting President Urrlolagoitia since he as- 
sumed office, his forceful attitude and his policy of close con- 
sultation with army leaders have combined to strengthen the regime 
despite his failure to persuade other political parties to join 
with the government PUSH party in the formation of a new cabinet. 
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The anry has stated that it has had "enough of disorder" and that it 
favors the control or deportation of agitators who plan to weaken 
the a dministration by the continuo us provocation of civil disturb- 


ancea Consultation with army leaders 

— a policy seldom followed by President ilertaog — will have the 
further effect of stiffening the government's attitude against 
the opposition M® and PER parties. Inasmuch as the subversive 
in© and PE? groups are the principal theat to Bolivian stability, 
strong army 3 import of the administration — if it is continued 
‘ constitutes a real gain regardless of failure to establish 
harmony among the liberal political parties. 


k, PERU: The Odraa regime has probably gained in stability as a result 
of the departure to ihe (IS for medical treatment of Lt. 
Colonel Llosa, Minister of Development. Llosa's relations vd th 
Odria — never very cordial — had reportedly deteriorated lately. 
Since both Llosa and the Rinister of i-arine, Saldfas, had been urg- 
ing the holding of elections at an early date, Odrla may Jiave found 
their "st ate of health” a convenient r eason for suggesting their 
departure) | Odrfa's control over the 

junta — ana possiojy over tne country — will be increased by the 

absence from that body of these influential opponents oven 

thou^i it should prove to be no more than a temporary absence, de- 
lations viith Bolivia should also improve because llosa had been ac- 
cused of aiding Bolivian revolutionaries and his departure should 
allay Bolivia's fears as to repetition of such acts. 


5« I'A!YiG ? JAY— URUGUAY : Renewal of diplomatic relations between "arag.iay 

and Uruguay marks a gain for ! D Interests in 
Hemisphere solidarity, and relieves the nearly two-year period of 
strain between the two countries. Tension arose in 11^7 Burin,; the 
Paraguayan civil war, when the "orlhigo -ovemrent accused the rur 
guayan Government of sending arms and ammunition to the rebels, 
Despite Uruguayan denials (made sonewiiat ludicrous by the crash of a 
plane loaded with guns and ammunition), both countries vrlthdrcw 
their diplomatic representatives. It was not until Uruguay's recent 
overture toward the Tolas government that a reconciliation was ef- 
fected, Diplomats will be as si .-nod in the near future, 

6, ARGSUTIuA s US stake in Argentine trade negotiations with UK 

Sn view of the great importance to the British,' ' the 
Argentines, and the US of current negotiations on the Argentine-UK 
meat-purchase agreement, the US Embassy in Buenos Aires has urged 
that the Department of State discuss with London the importance of 
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agreeing on a price sufficient to cover the cost of production. Dis- 
agreement over prices has been prolonging the negotiations; thus far, 
the best British offer is still below the British estimate of Argen- 
tina’s cost of production, A projected higher effer by the .jritish 
is tied to conditions that would be disadvantageous to US business 
and contravene ITO principles, Argentine acceptance of lower- than- 
cos t-of-produc ti on offers would inr>air US interests and US-Argentine 
relations. 

Bras far the best British offer i 3 15,2 cents a pound 
based on the British estimate of cost of production at 16. y cents a 
pound. The British contend that tile Argentines should offset the 
price difference by giving 'iritain a preferential exchange rate, 
Argentina is asking 21.2 cents a pound based cn the packers' ( iritish, 
US, and Argentine) estimate of cost of production of 13 cents a pound, 
and pointedly adds that pounds sterling can be bought at as much of a 
discount as pesos in the black market. 

The British Embassy in 7 ashing ton has informed the depart- 
ment of State that the UK intends to offer l ?, 7 cents a pound provided 
that Argentina meets the following conditions: ( 1 ) *0 percent of all 
UK exports to Argentina will be non-essentials; (?) there will be ro 
dollar payments; (*) there will be no gold guarantee for any favorable 
balances of payments; (k) the UK will receive better" than most- 
favored-nation treatment in exchange rates. The fourth condition would 
give Britain price advantage over US and other foreign competitors in 
the Argentine market during the proposed Sryear period of balanced 
tirade, and it is similar to the Anglo-Argentine trade agreements of 
the 'JO’s that resulted in diversion of former IS trade with Argentina 
to the UK.- Moreover, t»e t ter than loost-favored-nation treatment would 
contravene ITO principles, 

Argentine acceptance of prices lower than cost of produc- 
tion would impair certain US interests and would probaaly have unfavor- 
able repercussions on US-Argentine relations. Although it is ’5. 
policy to support the British economy, for political and strategic 
reasons, it is also to the US interest to fiave the Argentine neat in- 
dustry flourish. Lfcat is still in short supply, and ,a further decline 
in Argentine production cannot be offset immediately b;. increased pro- 
duction elsewhere because of the time required for such development. 
Higher prices will have to be paid to the producers to halt the decline 
in livestock production and also to the frirorlficos which have threat- 
ened to close because of large losses, failure to cover such costs 
will increase existing instability because ef the necessity of subsi- 
dising the meat industry, usually a principal source of income, Con- 
comitantly, US packers* dependence for continued operation on Argentine 
Government relief would be a source of possible friction in US- 
Argentine relations. Furtheraore, if the Argentine Government feels 
that it is forced to accept an insufficient British offer, it will 
blame the US; it will point to US sales of pork to the UK during the 
negotiations as evidence of US hacking the British position, and it 
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fill renew charges of ivCA discrimination such as those which attended 
UA authorisation of 'ritish dollar purchases of bacon from Canada at 
higher than Argentine prices. 

Resurgence of anti“US feeling would probably undennine 
the present joint Argentine-l'S efforts to inprovo trade and financial 
relations between these two ''countries and cause Argentina to revert 
to a policy of seeking to displace i;3 leadership in Latin America, 
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(Summary;: US security interests are rxot involved in the 
present Figueres- L.'lafce political rivalry since both are 
pro-US. Communism remains of minor importance, A 
slightly favorable shift in the country's terms of trade 
is anticipated. The military situation is confused. The 
country's foreign policy continues to be pro~:.'S and anti- 
USSR. There has been a tendency toward lessened partici- 
pation in Central Hire ric art- Car it bean power-balance rivalries. 

The current situation in Costa 'Sea. ha3 developed as predicted 


, President-elect Otilio Plate ha* 
uraoriatpated his reluctance to assume official responsibilities. He still 
prefers to mitigate the more radical of Junta Chief rigucres’ mea-ures by 
innuendo and political maneuver. :ie has also do dined to participate in 
revolutionary conspiracies against the junta. hen Minister of iubiic Sec- 
urity Cardpna lod an abortive revolt and demanded the dismissal of the 
junta's more radical ministers and a reversal of its economic policies — 
both of which demands had the support of the majority of date's follows 
„ the • Latter refused to join the revolt and remained loyal to /ipueres. 
i«re recently, when the Constituent ^semtly rejected a Ftgueree-sponsored 
new constitution and voted for an 1071 model advocated by Hate H-ueres 
resigned as Provisional President, tit Hate, as president-elect, refused 
to assume office himself. Insteic* he promised /igueres to make axs foI~ 
lowers in the Assembly assume a more cooperative attitude if the latter 
would remain in office until t November, Eventually, of course, the issues 
between the two vail have to oe taken to the polls. In sn.ch an evert, :$ 

security interests will in no way be involved. doth M -ueres and late 
are pro- US, 


upon assuring cf- 


Communism remains of minor importance. The junta, 

Ca f” Jni9t Popular . ex .led its loaders and 

disrupted its internal organization. The Van guardia. however, still dis- 
tributes propaganda clandestinely. Its publication^ Trabulo, reveals a 
schism between present leaders and lanuel ora, its eHIed chief who is 
berated for seeking publicity without previously consultin' the party's 
political bureau. Apparently in an effort to make the Jan uardia more 
popular among those circles that would normally be the far ties +7Fe^'v 3 d 
ftom it in an ideologic sense, Trabajo ms attacked the junta on the same 
grounds as the conservatives and opposes the junta's nationalization of 
the banka and the 10 percent capital levy as an anaenronism that discour- 
ages capital, By an oversight, the former CTRC was never fully dissolved 
subsequent to toe collapse of the Picado government, Fcrner union leaders 
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have now commenced, a campaign to organize an "independent Labor .nion Fed- 
eration". In the event such an organization is actually established, it 
will probably be Comuni s t-domi na ted. 

Costa Idea 's oconomic problems r e iain much the same as described in 

1 The overrunent hopes for and is seek- 
ing a US loan by -which to finance a program of reconstruction, development 
and reform. Considerin'* invisible items, 19*i foreign trade was alicst- in 
balance, .ith the cost of ?s imports down slightly and with the price of 
tiie country's two leading exports •— coffee and bananas — holding to tie.tr 
high levels, there has been a slightly favorable shift in the terns of 
trade, This, coupled with import restrictions that the junta has imposed, 
should cause an improvement in the country's forei TT-exchan f e position. 

A contract has been negotiated with the ! . orplulu Oil Company to explore and 
develop Costa Idea's petroleum resources. 

, i 

The military situation remains confused, the Costa > ican ir-y has, 
in theory, been twice abolished and fwice revived; the first tinp to repel 
brigand-invaders frcr.i Ficaragua, and the second time to quell Cardona's 
abortive revolt. The manner with which th^ revolt was suppressed revealed 
that the budget of Public Security had been increased. Funds had apparent- 
ly not been transferred from the military to the 'Inis try of education as 
had been promised. The army's present strength, excludin' the band, is 
about k75i and the police, including customs guards and traffic policy, 
about 1,^25. President-elect blate has declared hir. self definitely opposed 
to the proposed abolition of the I 'inis try of Public Security and the dis- 
solution of the army, the" newly appointed head of which is, by Costa lean 
tradition, entrusted to a person havin;: Plate’s confidence. 


Tiie junta' 8 foreign policy lias become loss controversial since the 
sl'minp of the .Icaramia-Cos ta 'hica Pact of Friendship on 21 February 1>1;9 

| The junta has refrained from public espousal 
of the aims of the Caribbean Legion, beveral leaders of the L -ion have 
left the country. Although its materiel and officer cadre re;, a in lor the 
most part intact, it is now less likely that it will resume operations on 
Josta dean soil ■ — a welcome development to L'lnte and the non-intervention- 
ists vAyo oppose Costa lean abandonment of its traditional isol tiordst 
policy in favor of active participation in Central American- Caribbean 
power-balance rivalries. It is unlikely that the junta xd.ll become involved 
in Panamanian revolutionary conspiracies, as the jailin' of former : inister 
of Public Security Cardona has removed from the scene ‘mulfo Arias’ prin- 
cipal Costa Mean protagonist. In hemisphere and world matters, Costa lea 
continues to support tho Organization of American Ctates and the United a- 
tions. At the sane time, it is pro-US and anti-USSR. This policy should 
continue regardless of the outcome of the rivalry between Hate and 
Figueres. 
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